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Abstract Article Info 

Competition in international markets is increasingly 
complicated; Innovation and technological activities are 
considered key factors in the success of the 
internationalization of businesses. This research is designed to 
investigate the impact of national innovation, technological 
activities, and local competition on the process of 
internationalization of businesses. For this purpose, 
international data have been collected from 2015 to 2019, and 
the required analyses have been performed using quantitative 
and fuzzy methods, including structural equation modeling 
(SEM) and qualitative comparative analysis of fuzzy sets 
(fsQCA). The findings of this research show that innovation 
and technological activities have a positive and significant 
effect on the internationalization of businesses. On the 
contrary, local competitions significantly negatively affect 
this process. In addition, innovation as a moderating factor can 
reduce the negative effects of local competition and turn them 
into an opportunity to strengthen competitive advantage. 
These results emphasize the importance of investing in 
innovation and technology as effective factors in 
strengthening the ability to compete in global markets. The 
current research also provides solutions for managers and 
policymakers to improve the international performance of 
businesses and contribute to the economic development of the 
country by effectively managing local competition and 
exploiting innovative opportunities. 

Applied Article 

 
Main Object: Multidisciplinary  
Scope: World Studies 
 
Received: 19 November 2024 
Revised: 13 December 2024 
Accepted: 22 December 2024 
Published online: 30 December 
2024 
 
Keywords: 
fsQCA,  
innovation,  
international entrepreneurship,  
local competition,  
structural modeling,  
technological activities. 

Cite this article: Baghersad V, Garmroud Esfandiari E, Akbari M. (2025). “The relationship 
between countries’ innovation, technological activities and local competitiveness in the 
internationalization of businesses”. Countries Studies. 3(2): 83-91. doi: 
https://doi.org/10.22059/jcountst.2024.385553.1191.  

 
Creative Commons Attribution-NonCommercial 4.0 International License 
Website: https://jcountst.ut.ac.ir / | Email: jcountst@ut.ac.ir |  

EISSN: 2980-9193 
Publisher: University of Tehran 

 
 Corresponding author: vbaghersad@nus.ac.ir, https://orcid.org/0000-0002-

8134-8855 

https://jcountst.ut.ac.ir/?_action=article&sb=3329&_sb=Economics&lang=en
https://doi.org/10.22059/jcountst.2024.385553.1191
http://creativecommons.org/licenses/by-nc/4.0/
https://jcountst.ut.ac.ir/
mailto:jcountst@ut.ac.ir
mailto:vbaghersad@nus.ac.ir
https://orcid.org/0000-0002-8134-8855
https://orcid.org/0000-0002-8134-8855


84 The internationalization of businesses 
 

C
o

u
n

tr
ie

s 
S

tu
d

ie
s,

 V
o

l 
3

, 
N

o
 2

, 
S

u
m

m
er

 2
0

2
5
 

Extended Abstract 
Introduction 
In a world where competitiveness in international markets is becoming 
increasingly complex, organizations face numerous challenges in 
maintaining and enhancing their competitive capabilities. Innovation 
and the utilization of new technologies are among the factors that can 
help companies succeed in these markets.  
 

Aims  
This study aims to examine the impact of national innovation, 
technological business activities, and local competition on the 
internationalization of businesses. Analyzing the moderating and 
mediating roles of these factors in the process of internationalization is 
another key objective of this research. Therefore, the present study 
seeks to provide a more comprehensive understanding of these complex 
relationships, addressing gaps in the literature that have not fully 
analyzed the interactions between innovation, technology, and local 
competition, and offering effective strategies for managers and 
policymakers to strengthen these factors.  
 
Methods 
This study employs both quantitative and fuzzy approaches to examine 
the impact of national innovation, technological business activities, and 
local competition on the internationalization of businesses. Data for this 
research were collected from reputable international sources covering 
the years 2015 to 2019. Information on the variables of business 
internationalization (percentage of companies’ income from exports to 
total entrepreneurial activities) and technological business activities 
(percentage of companies active in high or medium technology sectors 
to total entrepreneurial activities) was gathered from the Global 
Entrepreneurship Monitor (GEM). Data on national innovation levels 
(overall innovation performance of a country based on factors such as 
human capital, infrastructure, business sophistication, and market 
sophistication) and local competition (level of competition in the local 
market) were extracted from the Global Innovation Index (GII).  

The data analysis was conducted using SPSS, fsQCA, and smartPLS 
software. Statistical analyses in this study utilized the fuzzy-set 
qualitative comparative analysis (fsQCA) method to analyze complex 
effects and interactions between variables, as well as the structural 
equation modeling (SEM) method to examine relationships between 
variables and the moderating and mediating effects. To ensure the 
reliability and validity of the measurement instruments, Cronbach's 
alpha, composite reliability (CR), and convergent validity indices were 
employed. Additionally, the Fornell and Larcker (1981) criterion and 
the HTMT ratio were used to assess discriminant validity among 
constructs. 
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Results 
The analysis results indicated that innovation and technological 
activities have a significant positive impact on the internationalization 
of businesses. In SEM analysis, it was found that national innovation 
and technological activities positively influence business 
internationalization with path coefficients of 0.820 and 0.481, 
respectively. Additionally, local competition showed a significant 
negative impact on internationalization with a path coefficient of -
0.915. These findings suggest that companies emphasizing innovation 
and technological development have greater capabilities to enter 
international markets and perform better in these markets. 

The R² coefficient for the structural model showed that 57.7% of the 
variance in technological activities and 65.9% of the variance in 
business internationalization are explained by the variables in the 
model. These figures indicate a high explanatory power of the proposed 
model. Furthermore, the moderating role of innovation was confirmed, 
demonstrating that innovation can enhance the positive effects of 
technological activities and mitigate the negative effects of local 
competition. 

In fsQCA, innovation was identified as a primary factor positively 
influencing the level of internationalization with a coverage of 0.713 
and a consistency of 0.763. The combination of technological activities 
and local competition also showed notable scores, with raw coverage 
for technological activities at 0.829 and consistency at 0.694, and raw 
coverage for local competition at 0.716 and consistency at 0.685. These 
results indicate that the presence of innovation and technological 
activities significantly increases the level of business 
internationalization. 

Conversely, in the absence of these key factors, the results showed 
that local competition primarily exerts a negative effect. In this 
scenario, raw coverage was 0.392 and consistency was 0.808, indicating 
the negative impact of local competition on internationalization. In 
other words, intense local competition can act as a barrier to 
international business development and reduce competitive ability. 
 
Conclusion 
This study demonstrates that innovation and technological activities are 
key factors in the internationalization of businesses. Innovative 
companies with greater utilization of technology have higher 
capabilities to enter and compete in international markets. These 
companies, by leveraging innovation and technology, are able to offer 
new and tailored products and services that meet the needs of 
international markets, which helps strengthen their competitive 
position. While local competition typically has a negative impact on 
internationalization, innovation can moderate these negative effects and 
even turn them into a competitive advantage. The analysis results 
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showed that the interaction between innovation, technological 
activities, and local competition directly affects the success of business 
internationalization. Innovation and technological activities can help 
reduce costs and exploit new opportunities, whereas local competition 
generally has a negative impact on internationalization. These findings 
underscore the critical importance of innovation and technological 

activities in the success of business internationalization. 
This research contributes to the existing literature in several ways. 

By analyzing the impact of innovation on business internationalization, 
it shows that innovation can directly and indirectly (as a moderating 
factor) positively influence companies' abilities to enter and succeed in 
international markets. This study employs SEM and fsQCA to analyze 
these effects, providing new evidence in this field. Additionally, by 
emphasizing the importance of technological activities, it reveals that 
these activities significantly impact business internationalization. The 
findings help managers understand the importance of investing in 
technology and innovation and plan to strengthen these activities. 
Furthermore, local competition can act as a barrier to 
internationalization. However, innovation can mitigate these negative 
impacts and turn them into a competitive advantage. These findings 
assist managers in developing effective strategies to manage local 
competition and capitalize on innovative opportunities. The use of SEM 
and fsQCA in this study provides researchers with new methods to 
analyze complex relationships between variables. These methods aid in 
better and more precise explanations of the effects of innovation, 
technological activities, and local competition on internationalization. 

These results have important implications for managers and 
policymakers. Managers can enhance their ability to compete in 
international markets and experience better performance by 
strengthening innovation and investing in technological activities. This 
includes creating a culture of innovation within the organization, 
providing necessary resources for technological development, and 
encouraging creativity and innovation among employees. Additionally, 
identifying and capitalizing on innovative opportunities can help 
businesses strengthen their position in facing local and international 
competition. Policymakers can also improve the international 
performance of businesses by creating the necessary infrastructure and 
support for the development of innovation and technology. Establishing 
support programs for small and medium-sized enterprises to increase 
their innovation capacity and facilitate the internationalization process 
can contribute to the country's economic development. Financial and 
legal support, creating cooperative networks, and providing access to 
informational and research resources can play a significant role in this 
regard. 
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